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CHAPTER 438—H.F.No., 2417 
An act relating to retirement; various Minnesota public pension plans; making various benefit 

and coverage modifications; redirecting various state pension aids to certain first class city teachers 
retirement fund associations; requiring certain school district employer contribution increases; 
making various administrative modifications; establishing a special task force to evaluate potential 
modifications in various investment performance reporting programs; amending Minnesota Stat- 
utes 1994, sections 3A.04, subdivision 4; 16A.06, by adding a subdivision; 69.021, subdivision 7; 
124.916, subdivision 3; 144C.06; 352.04, subdivision 8; 352.95, subdivision 2; 352B.10, subdivi- 
sion 2; 352B.II, subdivision 1; 352C.0.9, by adding a subdivision; 353D.01, subdivision 2; 

_ 
353D.02; 353D.03,' 353D.04; 354.44, subdivisions 3 and 4; 354A.12, subdivisions 2 and 3c; 
356/L06, subdivisions 4 and 7; 42311.02, subdivision 1, and by adding a subdivision; 423B.0I, sub- 
division 9; 41233.15, subdivision 3; 424A.00J, by adding subdivisions; 424A.01, by adding a subdi- 
vision; 424A.02, subdivision 1; and 490. 124, by adding a subdivision; Minnesota Statutes 1995 Sup- 
plement, sections 144C.07, subdivision 2; I44C.08; 354D.02, subdivision 2; 354D.03; 354D.04; 
354D.06; and 356.219, subdivision 2; Laws 1989, chapter 319, article 19, section 7, subdivisions 1, 
as amended, and 4, as amended; and Laws 1995, chapter 252, article 1, section 16; proposing cod- 
ing for new law in Minnesota Statutes, chapters 354A; and 354D; repealing Minnesota Statutes 
1994, section 353D.1I; Laws 1990, chapter 570, article 13, section 1, subdivision 5. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

ARTICLE 1 

DESIGNATION OF BENEFICIARY FOR REFUND UPON DEATH 
Section 1. Minnesota Statutes 1994, section 3A.04, subdivision 4, is amended to 

read: 

Subd. 4. DEATH REFUNDS 5110 Upon the death of a member of the leg- 
islature or former legislator who was not receiving a retirement allowance, without either 
a surviving spouse and without any gt dependent children, regardless e£ when the death 
eeeuned; the last designated beneficiary named on a form filed with the director before 
die death gfth_e legislator, g E designation filed, die estate of the member or former 
legislator, upon application efthe representative et the estate, shall be entitled to a refund 
ef eentributiens of the deeeased membee e£ the legislature er fertaet legislate; plus inter- 
e_s,t as provided section 3A.03, subdivision _2_, clause 

_——_ 
Sec. 2. Minnesota Statutes 1994, section 352B.l1, subdivision 1, is amended to 

read: 

Subdivision 1. REFUND OF PAYMENTS. A member who has not received other 
benefits under this chapter is entitled to a refund of payments made by salary deduction, 
plus interest, if the member is separated, either voluntarily or involuntarily, from state 
service that entitled the member to membership. In the event of the member’s death, if 
there E y survivor benefits payable under chapter, a refund is payable to the lafi 
designated beneficiary Q _a f£r_rl1 _f_il<e_c1 @ director befbre deathfor if no desigfirfi 
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is filed, me refund payable 9 the members estate is entitleelte the refund. Interest must 
be computed at the rate of six percent a year, compounded annually. To receive a refund, 
the member must apply application must be made on a form prescribed by the executive 
director. 

Sec. 3. Minnesota Statutes 1994, section 352C.09, is amended by adding a subdivi~ 
sion to read: 

Subd. DEATH REFUND. If 2_1 constitutional officer who E n_ot received other 
benefits under chapter rig and there are no survivor benefits payable under 
chapter, z_1 refund plus interest as provided in section 352C.09, subdivision 2, clauseQ 
payable t_o tlfi h1_s_t designated beneficiary named Q :1 form filed with E director before 
th_e death _oft_h3 constitutional officer, o_r no designation E fi1Et_h§ refund payable 

tp th_e estate (_)ftl1_e deceased constitutional officer. 

Sec. 4. Minnesota Statutes 1994, section 490.124, is amended by adding a subdivi- 
sion to read: 

Subd. DEATH REFUND. I_fa judge vv_h_o l_1§ not received other benefits under 
Es chapter gs and there a_re no survivor benefits payable under chapter, a refund 

Ens interest § provided section 490.124, subdivision 1% payable t_o Ere last desig- 

nated beneficiary named on a form filed with the director before the death of the judge, o_r 
if E designation on E the refund payable t_o th_e estate o_f—tlE deceased judge. 

Sec. 5. EFFECTIVE DATE. 
Sections 1 t_o 4 a_re effective J_ul_y 1996. 

ARTICLE 2 

ADMINISTRATIVE PROVISIONS RELATING TO THE 
MINNESOTA STATE RETIREMENT SYSTEM 

Section 1. Minnesota Statutes 1994, section 352.04, subdivision 8, is amended to 
read: 

Subd. 8. DEPARTMENT REQUIRED TO PAY OMITTED SALARY DE- 
DUCTIONS. (a) If a department fails to take deductions past due for a period of 60 days 
or less from an employee’s salary as provided in this section, those deductions must be 
taken on later payroll abstracts. 

(b) If a department fails to take deductions past due for a period in excess of 60 days 
from an employee’s salary as provided in this section, the department, and not the em- 

ployee, shall must pay on later payroll abstracts the employee and employer contribu- 
tions and an ar_rFur1t eqL1i_\7ae1rif to 8.5 percent of the total amount due in lieu of interest, or 
if the gala in payment exceeds one yefl 8.5 percent compound annual interest. 

-- 

(c) If a department fails to take deductions past due for a period of 60 days or less and 
the employee is no longer in state service so that the required deductions cannot be taken 
from the salary of the employee, the department shall must nevertheless pay the required 
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employer contributions. If any department fails to take deductions past due for a period in 
excess of 60 days and the employee is no longer in state service, the omitted contributions 
shall must be recovered under paragraph (b). 

(d) If an employee from whose salary required deductions were past due for a period 
of 60 days or less leaves state service before the payment of the omitted deductions and 
subsequently returns to state service, the unpaid amount is considered the equivalent of a 
refund. The employee accrues no right by reason of the unpaid amount, except that the 
employee may pay the amount of omitted deductions as provided in section 352.23. 

Sec. 2. Minnesota Statutes 1994, section 352.95, subdivision 2, is amended to read: 
Subd. 2. NON—JOB—RELATED DISABILITY. Any covered correctional em- 

ployee who, after at least one year of covered correctional service, becomes disabled and 
physically or mentally unfit to perform the duties of the position because of sickness or 
injury occt1—r_ring while not engaged in covered employment, is entitled to a disability 
benefit based on covered correctional service only. The disability benefit must be com- 
puted as provided in section 352.93, subdivisions 1 and 2, and computed as though the 
employee had at least 15 years of covered correctional service. 

See. 3. Minnesota Statutes 1994, section 352B.10, subdivision 2, is amended to 
read: 

Subd. 2. DISABLED WHILE NOT ON DUTY. If a member terminates employ- 
ment after at least one year of service because of sickness or injury occurring while not on 
duty and not engaged in state work entitling the member to membership, and the ternaina~ 
tien is necessary because the member cannbt perform duties, the member is entitled te 
receive a disabi-lity benefit member becomes disabled fi physically g mentally unfit to perform the duties gr: me position because o_f sickness o_r injury occurring while n__g__t_er_1: 
gaged covered employment, the member entitled t_o disability benefits. The bene-ffi 
must be in the same amount and computed in the same way as if the member were 55 
years old at the date of disability and the annuity were paid under section 352B.08. If dis- 
ability under this clause occurs after one but before 15 years service, the disability benefit 
must be computed as though the member had 15 years service. 

See. 4. EFFECTIVE DATE. 
Sections 1 t_o 3 a_re effective fly L 1996. 

ARTICLE 3 

ADMINISTRATIVE PROVISIONS RELATING TO 
THE TEACHERS RETIREMENT ASSOCIATION 

Section 1. Minnesota Statutes 1994, section 354.44, subdivision 3, is amended to 
read: 

Subd. 3. APPLICATION FOR RETIREMENT. Application for retirement must 
be made by the member as by semeene autherizedte act in the memberis behalf: A mem- ber or a person authorized to a_ct on behalf of the member may make application for retire- 
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ment provided th_e sag Ely service requirements under subdivision 1 Q satisfied on o_r 
before the member’s retirement annuity accrual date under subdivision 4. The applica- 
tion maybe made no earlier than 120 days before the termination of teaching service. The 
application must be made on a form prescribed by the executive director and is not com- 
plete until all necessary supporting documents 31$ received lg t_h_e executive director. 

Sec. 2. Minnesota Statutes 1994, section 354.44, subdivision 4, is amended to read: 

Subd. 4. TIME AND MANN-ER OE PA¥MENlI3S RETIREMENT ANNUITY 
ACCRUAL DATE. Amembermaymaleeapplietwtientethehoardferaretkementannw 
hyanynmeafierthememberhassmisfiedtheageandsewieerequhemenwefmmehae 
ter£erwérememaweptth%anappheatmnfmrahememmustnethemademerethm6Q 
days before termination of teaehing service: The (a) An annuity payment begins to ac- 
crue, providing that the age and service requireme—rEsLTnder subdivision 1 are satisfied, 
after the terminafidfroftyaclfi service, or after the application for retireIrIe—nt has been 
filed with the board, whichever is later, as follows: 

(a) (1) on the 16th day of the month of termination or filing if the termination or fil- 
ing OCCl1I‘—S_ on or before the 15th day of the month;3 

(199 (2) on the first day of the month following the month of termination or filing if the 
termination or filing occurs on or after the 16th day of the month; er; 

(<:—) (3) on July 1 for all school principals and other administrators who receive a full 
annual ctmtract salary during the fiscal year for performance of a full year’s contract du- 

tiesi or 
(4) a later date to be the first or 16th day of a month within the six—month period 

imme§lIaIefi>llTxv-i—@_t—he_te-rnTirIatil)H)—f-ta5hIr_1g— service as specfied under paragraph 

(_t2 by th_e member. 
'_ _ _ 

(b) If an application for retirement is filed with the board during the six—month peri- 
od immediately following the termination of teaching service, the annuity may begin to 
accrue as if the application for retirement had been filed with the board on the date teach- 
ing service terminated or a later date eeeuning within the siaementh period as speeif-ied 
by the member under paragraph (a), clause (4). An annuity must not begin to accrue more 
than one month_b'$re the date ?)f—final salTry receipt. 

Sec. 3. EFFECTIVE DATE. 
Sections 1 a_n_c_l _2_ § effective die gy following final enactment. 

ARTICLE 4 

INCREASED FUNDING FOR THE MINNEAPOLIS AND 
ST. PAUL TEACHERS RETIREMENT FUND ASSOCIATIONS 

Section 1. Minnesota Statutes 1994, section 16A.O6, is amended by adding a subdi- 
vision to read: 

Subd. FIRST CLASS CITY TEACHER RETIREMENT FUNDS AIDS RE- 
PORTING. Each year, on 9_r before April 1_5_l me commissioner o_f finance shall report t_o 
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the chairs of the senate finance committee E th_e house ways arm means committeeE 
e—xpe11ditufesfir state aids to the Minneapolis @ Saint Pil teacher retirement 
a_s_so'cia'tions meT“sect”i6Es?54A.12 gt 423A.02, subdivision 3 13 report §i_ia_11g 
clude the amounts expended in the most recent fiscal year and estimates of expected ex- 
penditures f_or‘ t_‘he_ current Ed gt E - 

Sec. 2. Minnesota Statutes 1994, section 69.021, subdivision 7, is amended to read: 
Subd. 7. APPORTIONMENT OF FIRE STATE AID TO MUNICIPALITIES 

AND RELIEF ASSOCIATIONS. 91-) (a)Te commissioner shall apportion the fire 
state aid relative to the premiums reportedon the Minnesota Firetown Premium Repfi 
filed under this chapter to each municipality and/ or firefighters’ relief associations 

(b) The commissioner shall calculate an initial fire state aid allocation amountE 
each municipality or fire depa_rt‘ment u1ider_paragraph—§c_TiY1—cl_a.minimum @ st_at_e gt} 
aTl()7:ation amount fdreach municipality or fire department Eer paragraph (d). E mi 
nicipality E fi_r_e department Est receive th_e larger fie sfi ai_d amount. 

(c) The initial fire state aid allocation amount is the amount available for apportion- 
me1itEfie§tatea§1_11n_défsu—l)divisioii 5, withoufificlusion of any additibrial funding 
amoufitc->?uW)rta_ minimum fire state add amount under sect_ion7r23A.02, subdivision 
3, alloca't_ed one—half in proportih-c>‘i1Whe—1)opi1lation as shown in the last official state- 
wide federal census for each fire town and one—half in proportion to the market value of 
each fire town, including the market value of tax exempt property, but excluding the mar- 
ket value of minerals. In the case of incorporated or municipal fire departments furnish- 
ing fire protection to other cities, towns, or townships as evidenced by valid fire service 
contracts filed with the commissioner, the distribution shal-l must be adjusted proportion- 
ately to take into consideration the crossover fire protectionse_rvice. Necessary adjust- 
ments shall be made to subsequent apportionments. In the case of municipalities or inde- 
pendent fire departments qualifying for the aid, the commissioner shall calculate the state 
aid for the municipality or relief association on the basis of the population and the market 
value of the area furnished fire protection service by the fire department as evidenced by 
duly executed and valid fire service agreements filed with the commissioner. If one or 
more fire departments are furnishing contracted fire service to a city, town, or township, 
only the population and market value of the area served by each fire department shall may 
be considered in calculating the state aid and the fire departments furnishing service shah 
enter into an agreement apportioning among themselves the percent of the population 
and the market value of each service area. The agreement shall must be in writing and 
must be filed with the commissioner. 

(d) The minimum fire state aid allocation amount is the amount in addition to the 
initial—fir§ate allocaticffarhoufitfiat is derived from arEIa—dditionalfL1_r1ding amoE1t—t—5 
supporTa—nTi-xi-ifimiim fire state aid an_1oT11E under se_c_ti3r-1?lTsA.02, subdivision 3, and all; 
cated to fnunicipaliti<eTvt7fl1_v3lunteer firefighter relief associations based on the3un_1@ 
of actWe volunteer firefi_ghters who are members of the relief associationas Feported in 
file annual financial reporting fcfleealendar year_l9W to the office of the_state auditor: 
but not to exceed 30 active volunteer firefighters, so that all municipalities or fire depart- 
m‘e_nFv7i‘th volunteer firefighter relief associationsTec§ve—in total at least a Kinfiium fire 
st_at_e amount per 1993 active volunteer firefighter t_o a maximum of §_Q firefighters. 

(e) The fire state aid shall must be paid to the treasurer of the municipality where the 
fire d?partn1enTiTocated andfifreasurer of the municipality shall, within 30 days of 
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~ receipt _o_fth_e fifi state E transmit the aid to the relief association if the relief association 
has filed a financial report with the treasurer of the municipality and has met all other 
statutory provisions pertaining to the aid apportionment.~

~
~ (f) The commissioner may make rules to permit the administration of the provisions 

of this__section. Any adjustments needed to correct prior misallocations must be made to " — _—_—_ 
(2) Subd. 7a. APPORTIONMENT OF POLICE STATE AID. (a) The commis- 

sioner shall appT*tion the state peace officer aid to each municipality and_t_o the county in 
the following manner: 

~~

~ 
~~

~ (a-) (1) For all municipalities maintaining police departments and the county, the 
state aids—h-all must be distributed in proportion to the total number of peace officers, as 
determined undefsection 69.011, subdivision 1, clause (g), and subdivision 2, clause (b), 
employed by each municipality and by the county for 12 calendar months and the propor- 
tional or fractional number who were employed less than 12 months;

~~ 
~~

~ (19) (2) For each municipality which contracts with the county for police service, a 

proportitfizte amount of the state aid distributed to the county based on the fu1l—time 
equivalent number of peace officers providing contract service sh-eel-l must be credited 
against the municipality’s contract obligation; gig

1 
(G) (3) For each municipality which contracts with anoflier municipality for police 

service, aproportionate amount of the state aid distributed to the municipality providing 
contract service based on the full-time equivalent number of peace officers providing 
contract service on a full—time equivalent basis shall must be credited against the contract 
obligation of the municipality receiving contract seffiag;

~~~ 
~~
~
~
~
~ (41) (b) No municipality entitled to receive state peace officer aid shall may be appor- 

tioned le§state peace officer aid for any year under Laws 1976, chapterT1_5, than the 
amount which was apportioned to it for calendar year 1975 based on premiums reported 
to the commissioner for calendar year 1974; provided, the amount of state peace officer 
aid to other municipalities within the county and to the county shall must be adjusted in 
proportion to the total number of peace officers in the municipalitiefiand the county, so 
that the amount of state peace officer aid apportioned shall does not exceed the amount of 
state peace officer aid available for apportionment. 

"_ 
Sec. 3. Minnesota Statutes 1994, section 124.916, subdivision 3, is amended to read: 

Subd. 3. RETIREMENT LEVIES. ( 1) In addition to the excess levy authorized in 
1976 any district within a city of the first class which was authorized in 1975 to make a 

retirement levy under Minnesota Statutes 1974, section 275.127 and chapter 422A may 
levy an amount per pupil unit which is equal to the amount levied in 1975 payable 1976, 
under Minnesota Statutes 1974, section 275 . 127 and chapter 422A, divided by the num- 
ber of pupil units in the district in 1976-1977. 

(2) In 1979 and each year thereafter, any district which qualified in 1976 for an extra 
levy under clause (1) shall be allowed to levy the same amount as levied for retirement in 
1978 under this clause reduced each year by ten percent of the difference between the 
amount levied for retirement in 1971 under Minnesota Statutes 1971, sections 275.127 
and 422.01 to 422.54 and the amount levied for retirement in 1975 under Minnesota Stat- 
utes 1974, section 275.127 and chapter 422A.

~ 
~~~

~ ~~
~
~
~~
~~
~
~
~~~ 
~~
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(3) In 1991 and each year thereafter, a district to which this subdivision applies may 
levy an additional amount required for contributions to the Minneapolis employees re- 
tirement fund as a result of the maximum dollar amount limitation on state contributions 
to the fund imposed under section 422A.101, subdivision 3. The additional levy shall not 
exceed the most recent amount certified by the board of the Minneapolis employees re- 
tirement fund as the district’s share of the contribution requirement in excess of the maxi- 
mum state contribution under section 422A.l01, subdivisioii 3. 

(4) For taxes payable in 1994 and thereafter, special school district No. 1, Minneap- 
olis, and independent school district No. 625, St. Paul, may levy for the increase in the 
employer retirement fund contributions, under Laws 1992, chapter 598, article 5, section 
1. Notwithstanding section 121.904, the entire amount of this levy may be recognized as 
revenue for the fiscal year in which the levy is certified. This levy shall not be considered 
in computing the aid reduction under section 124.155. 

(5) If the employer retirement fund contributions under section 354A.12, subdivi- 
sion 2a, are increased for fiscal year 1994 or later fiscal years, special school district No. 
1, Minneapolis, and independent school district No. 625, St. Paul, may levy in payable 
1994 or later an amount equal to the amount derived by applying the net increase in the 
employer retirement fund contribution rate of the respective teacher retirement fund 
association between fiscal year 1993 and the fiscal year beginning in the year after the 
levy is certified to the total covered payroll of the applicable teacher retirement fund 
association. Notwithstanding section 121.904, the entire amount of this levy may be rec- 
ognized as revenue for the fiscal year in which the levy is certified. This levy shall not be 
considered in computing the aid reduction under section 124.155. If an applicable school 
district levies under this paragraph, they may not levy under paragraph (4). 

(6) In addition to the levy authorized under paragraph (5), special school district No. 
1, Minneapolis, may also levy payable in 1997 or later an amount equal to the contribu- 
tions under secti<xT42TC(§,?iibdivisioh3—,Ehc'l—rnay_alsaevy in pay-aiblTe'1_99—4or later an 
mfllllt equal to the state aid contribution_uEer section 354A.l2, subdivision 3b. Inde- 
pendent school district No. 625, St. Paul, may levy payable in 1997 or later an anfffi 
equal to the supplemeiitEcohn73uH(mTunderse5tE>n 423A.07,s11KliVisiBh_3.—l\Iotwith- 
standiri_g§ction 121.904, the entire amount of thislevy these levies may be recognized as 
revenue for the fiscal year in which the levy is certified. This levy These levies shall not 
be considered in computing the aid reduction under section 124.155. 

Sec. 4. [354A.105] MINNEAPOLIS TEACHERS RETIREMENT FUND 
ASSOCIATION; PURCHASE OF ALLOWABLE SERVICE CREDIT FOR TEACHING SERVICE OU_TSIDE MINNESOTA. 

(a) Notwithstanding any law, article of incorporation, or bylaw provision of the 
Miiine—apolis teachers retir<§ienTf—Liiid assocfition to the contra_ry, an active member_wE 
has engaged in other elementary o—rsecondary pL1blics—chool teaching employment efié 
aifside the state of Minnesota, bfi rendered in the United States, or for the federal gov- 
ernmentFefc>iTfiTst becoming amember of t1—ie7i§ociation and WE) ESE: the quzfi 
cations of paragra1Th (b) may elect to purclfiseand receive allafvalfi QviEe_cTe_dit in the 
applicable program <FtheT1ssoTiati_on for qual—i—fEd prior service in other element2Ey.o_r 
secondary public scfiiorteaching empl—oyment that?_atisfies the Fequirements of par; 
graph (_c) by making tfi required payment undeffitragraph (d)_.

- 
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Q 5 member may elect to purchase allowable service credit f_or other elementary or 
secondary public school teaching employment under subdivision~

~ £12 t_h_e member hfi a_t least three years of allowable service credit Q13 applicable 

program 9_f§1_e association; an_d 

Q._) E member no_t E could not receive accrued benefits Q leaving E per- 
son’s accumulated member contributions with E11 other retirement system under meE 
plicable lzfl effect a_t the termination of EIE other public employment.

~
~~
~
~ (_c) Service other elementary E secondary public school teaching employment 

rendered in the United States qualifies for purchase under this subdivision if the service to 

be credited: Q does n_ot_ exceed t_h_e lesser o_ften years or t_h_e member’s total years of allowable 
teaching service th_e Minneapolis public schools _a_t me time o_f t_h_e purchase; 

§2_) equivalent to full—time allowable service a_s determined in accordance with the 
statutes @ rules applicable t_o £15 association at lC_l_‘lE time 5:" tfi purchase;

~
~
~
~
~
~
~ Q_) purchased fill year increments;

~ annuity from any other public school retirement fund or system, as certified b_y me chief 
administrative officer of he applicable retirement system; EI1_Cl_~ 

£52 gt available t_o be used E" E purpose o_f qualifying tlg member for a disabil-~ 
~~ gy benefit from me association. 

((1) For a person eligible to purchase credit E qualifying service under this subdivi- 
sion, there must E paid t_o t_h§ association a_n amount equal t_o t_h_e present me, Q th_e 
date of payment, of the amount of the additional retirement annuity that would be ob- 
t2:TneEl_by virtue gfiurchase oftlfirdditional service credit, using thebpplicable-p__r_; 
retirem_e_nt interest rate specified-in_section 356.215, subdivision 4d,_and the mortality 

~~~ 

~~ 

~~ 
table adopted for the_retirement fund association and assuming continuous future service 
i—rWh-e retiremif Ed associaticmfiitil the age at which the minimum requirements are 
_n_1<::f_f'or normal re_tiEment with an_an—n11iT3I iinreduced for—retirement before the nonha 
r_eti're_rr-rent age, including tErWisions of section 35630, and also assumifia future 
salary histoF that include_s- increases at_the applicable raTe_asTmed under section 
356.215, subdi\7i§on E ‘ “ “‘ 

(e) Payments under this section must be made only by the member. The employer 
unit may not make any pa}71Tent to or o71bel1§fFa1ny—rr'1e_1r1b_er—Er the purpos—e?)f purchas- 
i_Tg_-service Legit I_Jn_d_er section. _ 

(f) This section is repealed effective July 1, 2005. On or before January 1, 2006, spe- 
cial school district N3. 1 and the Minneapolis teachers—rEti—rement fund association shall 
jTntly report to theTe—g'is_latEe—E1d the governor on the effects of the_provisions under_tl1—is 
section on the'dist_rict, fund, anEeTn_bers. The report shall includginformation on use of 
the servfiecfedit purchase provisions, the usefulness oft-his section in promoti1Eth—erE:_- 

fiitment and retention objectives of tlie—district, andd1e—E)rtability3f pension beTefi_ts 
f_or teacher_s-and school administrati_\/tfiersonnel.-_ 

— _ 
Sec. 5. Minnesota Statutes 1994, section 354A.l2, subdivision 2, is amended to 

read:

~ ~
~
~ 
~~~

~~ 
~~

~ 
~~~

~ 
~~
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Subd. 2. RETIREMENT CONTRIBUTION LEVY DISALLOWED. Except as 
provided in subdivision 3b; paragraph (d) aid section grbgvlj E. W_1th 
respect to the if Minneapolis E ‘special school district No. 1 an_d m section 
423A.02, subdivision 3, with respect tp independent school district IE); notwith- 
standing any law to the_contrary, levies for teachers retirement fund associations in cities 
of the first class, including levies for any employerisocial security ‘taxes for. teachers cov- 
ered by the Duluth teachers retirement fund association or the Minneapolis teachers re- 
tirement fund association or the St. Paul teachers retirement fund association, are disal- 
lowed. a 

See. 6. Minnesota Statutes 1994, section 354A.12, subdivision 3c, is amended to 
read: 

Subd. 3c. TERMINATION OF SUPPLEMENTAL CONTRIBUTIONS AND 
DIRECT STATE MATCHING AND STATE AID. (a) The supplemental contributions 
payable to the Minneapolis teachers retirement fund aSSO(1lTl0l1 by special school district 
No. 1 andthe city of Minneapolis under section 423A.02, subdivision 3, or to the St. Paul 
t§:herTreTr<E:n_t fund association by independent school district 1%.Ts§3‘uTu'1€rE$ 
tion 423A.02, subdi\7i§5n 3, the directstate aid under subdivision 3a tEe_§Paul te2Yc:li_- 
ei7s'"retirement association,_and the direct matching and state aid under subdivision 3b to 
the Minneapolis teachers retirement fund associatitm-terminates for the respective fund 
at the end of the fiscal year in which the accrued liability funding ratio for that fund, as 
determined in the most recent actuarial report for that fund by the actuary retained by the 
legislative commission on pensions and retirement, equals or exceeds the accrued liabil— 
ity funding ratio for the teachers retirement association, as determined in the most recent 
actuarial report for the teachers retirement association by the actuary retained by the leg~ 
islative commission on pensions and retirement. 

(b) If the direct matching, supplemental, _o_r state aid is terminated for the St. Paul 
teachers retirement fund association or the Minneapolis teachers retirement fund 
association under paragraph (a), it may not again be received by that fund. 

(c) If either the Minneapolis teachers retirement fund association or the St. Paul 
teache_rs ietiremeiitfiind association remain funded at le§t—Han the funding—raTo Eplic? 
_bl_e t_o the teachers retigment association when the pr3visiTs ofrparagrapfi become 
effective, then any state aid not distributed to thatiassociation mifit be immediately trans- 
ferred to tfibtlfi asTc:‘i-2ltiLo_ri_. — _—_ 

Sec. 7. Minnesota Statutes 1994, section 356A.06, subdivision 7, is amended to 
read: 

Subd. 7. EXPANDED LIST OF AUTHORIZED INVESTMENT SECURI- 
TIES. (a) AUTHORITY. Except to the extent otherwise authorized by law or bylaws, a 
covered pension plan not described by subdivision 6, paragraph (a), may invest its assets 
only in accordance with this subdivision. 

(b) SECURITIES GENERALLY. The covered pension plan has the authority to 
purchase, sell, lend, or exchange the securities specified in paragraphs ((2) to (g), includ- 
ing puts and call options and future contracts traded on a contract market regulated by a 
governmental agency or by a financial institution regulated by a governmental agency. 
These securities may be owned as units in commingled trusts that own the securities de- 
scribed in paragraphs (c) to (g). 
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(c) GOVERNMENT OBLIGATIONS. The covered pension plan may invest 
funds in governmental bonds, notes, bills, mortgages, and other evidences of indebted- 
ness provided the issue is backed by the full faith and credit of the issuer or the issue is 
rated among the top four quality rating categories by a nationally recognized rating 
agency. The obligations in which funds may be invested under this paragraph include 
guaranteed or insured issues of (1) the United States, its agencies, its instrumentalities, or 
organizations created and regulated by an act of Congress; (2) Canada and its provinces, 
provided the principal and interest is payable in United States dollars; (3) the states and 
their municipalities, political subdivisions, agencies, or instrumentalities; (4) the In- 

ternational Bank for Reconstruction and Development, the Inter—American Develop- 
ment Bank, the Asian Development Bank, the African Development Bank, or any other 
United States government sponsored organization of which the United States is a mem- 
ber, provided the principal and interest is payable in United States dollars. 

(d) CORPORATE OBLIGATIONS. The covered pension plan may invest funds 
in bonds, notes, debentures, transportation equipment obligations, or any other longer 
term evidences of indebtedness issued or guaranteed by a corporation organized under 
the laws of the United States or any state thereof, or the Dominion of Canada or any prov- 
ince thereof if they conform to the following provisions: 

( 1) the principal and interest of obligations of corporations incorporated or orga- 
nized under the laws of the Dominion of Canada or any province thereof must be payable 
in United States dollars; and 

(2) obligations must be rated among the top four quality categories by a nationally 
recognized rating agency. 

(e) OTHER OBLIGATIONS. ( 1) The covered pension plan may invest funds in 
bankers acceptances, certificates of deposit, deposit notes, commercial paper, mortgage 
participation certificates and pools, asset backed securities, repurchase agreements and 
reverse repurchase agreements, guararfeed investment contracts, savings accounts, and 
guaranty fund certificates, surplus notes, or debentures of domestic mutual insurance 
companies if they conform to the following provisions: 

(i) bankers acceptances and deposit notes of United States banks are limited to those 
issued by banks rated in the highest four quality categories by a nationally recognized 
rating agency; 

(ii) certificates of deposit are limited to those issued by (A) United States banks and 
savings institutions that are rated in the highest four quality categories by a nationally 
recognized rating agency or whose certificates of deposit are fully insured by federal 
agencies; or (B) credit unions in amounts up to the limit of insurance coverage provided 
by the National Credit Union Administration; 

(iii) commercial paper is limited to those issued by United States corporations or 
their Canadian subsidiaries and rated in the highest two quality categories by a nationally 
recognized rating agency; 

(iv) mortgage participation or pass through certificates evidencing interests in pools 
of first mortgages or trust deeds on improved real estate located in the United States 
where the loan to value ratio for each loan as calculated in accordance with section 
6lA.28, subdivision 3, does not exceed 80 percent for fully amortizable residential prop- 

erties and in all other respects meets the requirements of section 61A.28, subdivision 3; 
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(v) collateral for repurchase agreements and reverse repurchase agreements is lim- 
ited to letters of credit and securities authorized in this section; 

(vi) guaranteed investment contracts are limited to those issued by insurance com- 
panies or banks rated in the top four quality categories by a nationally recognized rating 
agency or to alternative guaranteed investment contracts where the underlying assets 
comply with the requirements of this subdivision; and 

(vii) savings accounts are limited to those fully insured by federal agenciesiE 
(viii) asset backed securities must be rated in the top four quality categories by a na- 

tionally recognized rating agency. 

(2) Sections 16A.5 8 and 16B.06 do not apply to certificates of deposit and collatera- 
lization agreements executed by the covered pension plan under clause (1), item (ii). 

(3.) In addition to investments authorized by clause (1), item (iv), the covered pen- 
sion plan may purchase from the Minnesota housing finance agency all or any part of a 
pool of residential mortgages, not in default, that has previously been financed by the is- 
suance of bonds or notes of the agency. The covered pension plan may also enter into a 
commitment with the agency, at the time of any issue of bonds or notes, to purchase at a 
specified future date, not exceeding 12 years from the date of the issue, the amount of 
mortgage loans then outstanding and not in default that have been made or purchased 
from the proceeds of the bonds or notes. The covered pension plan may charge reason- 
able fees for any such commitment and may agree to purchase the mortgage loans at a 
price sufficient to produce a yield to the covered pension plan comparable, in its judg- 
ment, to the yield available on similar mortgage loans at the date of the bonds or notes. 
The covered pension plan may also enter into agreements with the agency for the invest- 
ment of any portion of the funds of the agency. The agreement must cover the period of 
the investment, withdrawal privileges, and any guaranteed rate of return. 

(f) CORPORATE STOCKS. The covered pension plan may invest funds in stocks 
or convertible issues of any corporation organized under the laws of the United States or 
the states thereof, the Dominion of Canada or its provinces, or any corporation listed on 
the New York Stock Exchange or the American Stock Exchange, if they conform to the 
following provisions: 

(1) The aggregate value of corporate stock investments, as adjusted for realized 
profits and losses, must not exceed 85 percent of the market or book value, whichever is 
less, of a fund, less the aggregate value of investments according to subdivision 6; 

(2) Investments must not exceed five percent of the total outstanding shares of any 
one corporation. 

(g) OTHER INVESTMENTS. (1) In addition to the investments authorized in 
paragraphs (b) to (f), and subject to the provisions in clause (2), the covered pension plan 
may invest funds in: 

(i) venture capital investment businesses through participation in limited partner- 
ships and corporations; 

(ii) real estate ownership interests or loans secured by mortgages or deeds of trust 
through investment in limited partnerships, bank sponsored collective funds, trusts, and 
insurance company commingled accounts, including separate accounts; 
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(iii) regional and mutual funds through bank sponsored collective funds and open—- 
end investment companies registered under the Federal Investment Company Act of 
1940; 

(iv) resource investments through limited partnerships, private placements, and cor- 
porations; and 

(V) international securities. 

(2) The investments authorized in clause (1) must conform to the following provi- 
sions: 

(i) the aggregate value of all investments made according to clause (1) may not ex- 
ceed 35 percent of the market value of the fund for which the covered pension plan is 
investing; 

(ii) there must be at least four unrelated owners of the investment other than the state 
board for investments made under clause (1), item (i), (ii), (iii), or (iv); 

(iii) covered pension plan participation in an investment vehicle is limited to 20 per- 
cent thereof for investments made under clause (1), item (i), (ii), (iii), or (iv); and 

(iv) covered pension plan participation in a limited partnership does not include a 

general partnership interest or other interest involving general liability. The covered pen- 
sion plan may not engage in any activity as a limited partner which creates general liabil- 
ity. 

Sec. 8. Minnesota Statutes 1994, section 423A.02, subdivision 1, is amended to 
read: 

Subdivision 1. AMORTIZATION STATE AID. (a) A municipality in which is lo- 
cated a local police or salaried firefighters’ relief association to which the provisions of 
section 69.77, apply, that had an unfunded actuarial accmed liability in the most recent 
relief association actuarial valuation, is entitled, upon application as required by the com- 
missioner of revenue, to receive local police and salaried firefighters’ relief association 
amortization state aid if the municipality and the appropriate relief association both com- 
ply with the applicable provisions of sections 69.031, subdivision 5, 69.051, subdivi- 
sions 1 and 3, and 69.77. If a municipality loses entitlement for amortization state aid in 
any year because its local relief association no longer has an unfunded actuarial accrued 
liability, the municipality is not entitled to amortization state aid in any subsequent year. 

(b) The total amount of amortization state aid to all entitled municipalities must not 
exceed $5,055,000. 

' 

(c) Subject to the adjustment for the city of Minneapolis provided in this paragraph, 
the amount of amortization state aid to which a municipality is entitled annually is an 
amount equal to the level annual dollar amount required to amortize, by December 31, 
2010, the unfunded actuarial accrued liability of the special fund of the appropriate relief 
association as reported in the December 31, 1978, actuarial valuation of the relief 
association prepared under sections 356.215 and 356.216, reduced by the dollar amount 
required to pay the interest on the unfunded actuarial accrued liability of the special fund 
of the relief association for calendar year 1981 set at the rate specified in Minnesota Stat- 
utes 1978, section 356.215, subdivision 4, clause (4). For the city of Minneapolis, the 

New language is indicated by underline, deletions by strikeout-



1087 LAWS of MINNESOTA for 1996 Ch. 438, Art. 4 

amortization state aid amount thus determined must be reduced by $747,232 on account 
of the Minneapolis police relief association and by $772,768 on account of the Minneap- 
olis fire department relief association. If the amortization state aid amounts determined 
under this paragraph exceed the amount appropriated for this purpose, the amortization 
state aid for actual allocation must be reduced pro rata. 

(d) Payment of amortization state aid to municipalities must be made directly to the 
municipalities involved in four three equal installments on Marela-1§- July 15, September 
15, and November 15 annually. Upon receipt of amortization state aid, the municipal 
treasurer shall transmit the aid amount to the treasurer of the local relief association for 
immediate deposit in the special fund of the relief association. 

(e) The commissioner of revenue shall prescribe and periodically revise the form for 
and content of the application for the amortization state aid. 

Sec. 9. Minnesota Statutes 1994, section 423A.02, is amended by adding a subdivi- 
sion to read: 

Subd. 3. REALLOCATION OF AMORTIZATION OR SUPPLEMENTARY 
AM5fifiZKTION STATE AID. (a) Seventy percent of the difference between 
$5,720,000 and the current year amort_izati0n aid or supplefienfi amortization aid dis- 
tributed und§t1l3—divisions find 1a that is not distmvuted for any reason to a muniapali: 
ty for use by a local police or salaried—fiie relief associatibhfist be distributed by the 
E>IWnEoT:r_<)WIenue acE>rding to thisparagraph. The com_m—i—ssi5ner shall distr_it>u-te 
70 percent of tfi amounts derived Ltnde-17—tl1is’pa1'agra1E_t'c) the Minneap0FsTeachers re- 
tirement ftlfid association and 30 percent tme St. Paul teaclfis retirement fund assocfi 
tion to fumijtlie unfunded Etflfial accrufi the respective fur1ds.—Tl-rese pay- 
fi?1E§sTim b—e—made on or before June 30 each fiscal ye§r_._”IThe amount required under-tl.ii_s 
paragraph i_sappropfiaFe_cl annually fp@—th_egeneral ftlndtd the commissioner of reve- 
nue. If either the Minneapolis teachers 1‘etiEnentfL1nda_ssBc?iaH3n or the St. Paul te—ac_:h§ 
retirement fund association becomes funded at the funding ratio applicable to the teach- 
e_r_s retireme?1t—ass0ciation based on the actuafial reports prefiafiad by the acmaw for the 
legislative commission on pensions and retirement, then the comm—i§si_o—ner shall (FEE 
ute that fund’s share under this paragraplr to the otl1er_fuT1TThe appropriatidnmider this 
fiahigfiph terminates when—b5th funds bec_orE fully fundecl._/‘Amounts remaining in—the 
undistributed balance account—§ me end pf th_ebi5nium cancel t_o_ the general fur?l.— Q l1_1 order to receive amortization and supplementary amortization aid under para- 
graph (L), independent school district lick 625, Paul, must make contributions to t_h: 
§t_. Paul teachers retirement fund association in accordance with the following schedule: 

Fiscal Year Amount "1395" $0 
T957 E 
§—9§ $206,000 
1999 $400,000 
2000 $600,000 
2001 and thereafter $800,000 

Q I_n order t_o receive amortization Ed supplementary amortization aid under para- 
graph gr), special school district E0; L Minneapolis, E me of Minneapolis must 
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each make contributions t_o t_l§ Minneapolis teachers retirement fund association ac: 
cordance with the following schedule: 

Fiscal :Ye_ar City School district 
all]-()—1.1_I1lI amount 

ig9_6 $0 $0 E $6 $6 
_19_9§ $25—0,0o0 $2%,000 
1999 $400,000 $400,000 
gg‘0_0 $550,000 $550,000 
gig; $700,000 $700,000 

ggg $850,000 $850,000 
2003 and $1,000,000 $1,000,000 
thereafter 

(_d2 Money contributed under paragraph Q an_d either paragraph (_b) E Q as appli- 
cable, must be credited t_o a separate account in the applicable teachers retirement fund 
and may not_be used in defiarmining any benefitiricreases. The separate account teEi: 
HesT>_r :a__f@d a_id paymefito the hind gig par—agraph (a) cease. 

(e) Thirty percent of the difference between $5,720,000 and the current year amorti- 
zation_aid or supplemental amortization aid under subdivisions End la thfiisnot dis- 
tributedforany reason to a municipality?» use by a local police Ea—1_ari'_edfT1€1°iglTte-r 
relief ass3Eiati—on must b_edistributed unde_rseTion_690H,‘ subdivision 7, paragraph (d), 
as additional funding to_s—upport a minimum fire state aid amount for volfiteer firefiglfcar 
relief associations. The amount required under this paragraph is appropriated annually to 
die commissioner of revenue. 

_ - 

Sec. 10. Minnesota Statutes 1994, section 423B.O1, subdivision 9, is amended to 
read: 

Subd. 9. EXCESS INVESTMENT INCOME. “Excess investment income” 
means the amount, if any, by which the average time weighted total rate of return earned 
by the fund in the most recent prior five fiscal year years has exceeded the actual average 
percentage increase in the curr_e:'11Tr1’o'n“thly salary ogfifst grade patrol officer in the most 
recent prior five fiscal year years plus two percent, and must be expressed as a dollar 
amounfi IE not exceed one percent of the total assets of the fund and does not exist 
uMessmeyea;lyavewgepereenmgemerea%e£thedmeweighwdmmlmtee£retume£ 
thefundfortheprevieusfiveyeamameedsbymoperwmtheyeaflywemgepememage 
maeasemm9nQilysMaaye£afi$tgradep&mlofficerdudngtheprevi9mfivewbndar 
years. 

See. 11. Minnesota Statutes 1994, section 423B. 15, subdivision 3, is amended to 
read: 

Subd. 3. AMOUNT OF ANNUAL POSTRETIREMENT PAYMENT. The 
amount determined under subdivision 2 must be applied in accordance with this subdivi- 
sion. The relief association shall apply the first one—half of excess investment income to 
the payment of an annual postretirement payment as specified in this subdivision. The 
second one~half of excess investment income must be applied to reduce the state amorti- 
zation state aid or supplementary amortization state aid payments otherwise due to the 
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relief association under section 423A.02 for the current calendar year. The relief associa- 
tion shall pay an annual postretirement payment to all eligible members in an amount not 
to exceed one—half of one percent of the assets of the fund. Payment of the annual postre- 
tirement payment must be in a lump sum amount on June 1 following the determination 
date in any year. Payment of the annual postretirement payment may be made only if the 
average time weighted total rate of return for die mcait recent Eior fig Es exceeds by 
two percent the actual average percentageincrease in the current monthly salary of atop 
grade patrol officer in the most recent E E fiscal year and the yearly average pee 
eentage increase of the time total rate of return of the fund for the previous -five 
ywmexeeedsbymepememtheyeaflyweragepereenmgemereasemmemhlysalmyef 
a top grade patrol officer of the previous five years. The total amount of all payments to 
members may not exceed the amount determined" under this subdivision. Payment to 
each eligible member must be calculated by dividing the total number of pension units to 
which eligible members are entitled into the excess investment income available for dis- 
tribution to members, and then multiplying that result by the number of units to which 
each eligible member is entitled to determine each eligible member’s annual postretire- 
ment payment. Payment to each eligible member may not exceed an amount equal to the 
total monthly benefit that the eligible member was entitled to in the prior year under the 
terms of the benefit plan of the relief association or each eligible mernber’s proportionate 
share of the excess investment income, whichever is less. 

A person who received a pension or benefit for the entire 12 months before the deter- 
mination date is eligible for a full annual postretirement payment. A person who received 
a pension or benefit for less than 12 months before the determination date is eligible for a 
prorated annual postretirement payment. 

Sec. 12. Laws 1989, chapter 319, article 19, section 7, subdivision 1, as amended by 
Laws 1992, chapter 471, article 2, section 5, is amended to read: 

Subdivision 1. MINNEAPOLIS FIRE DEPARTMENT RELIEF ASSOCIA- 
TION; DEFINITIONS. For the purposes of this section, each of the terms in this subdi- 
vision have the meanings given them in paragraphs (a) to (h). 

(a) “Annual postretirement payment” means the payment of a lump sum postretire- 
ment benefit to an eligible member on June 1 following the determination date in any 
year. 

(b) “City” means the city of Minneapolis. 

(c) “Determination date” means December 31 of each year. 
(d) “Eligible member” means a person, including a service pensioner, a disability 

pensioner, a survivor, or dependent of a deceased active member, service pensioner, or 
disability pensioner, who received a pension or benefit from the relief association during 
the 12 months before the determination date. A person who received a pension or benefit 
for the entire 12 months before the determination date is eligible for a full annual postre- 
tirement payment. A person who received a pension or benefit for less than 12 months 
before the determination date is eligible for a prorated annual postretirement payment. 

(e) “Excess investment income” means the amount by which the average time 
weighted total rate of return earned by the fund in the most recent prior five fiscal year 
years has exceeded the actual average percentage increase in the current monthly salary 
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of a top grade firefighter in the most recent prior five fiscal year years plus two percent. 
The excess investment income must be expressed—a_s_a dollar amount and may not exceed 
one percent of the total assets of the fund and does not exist unless the yearly average 
pemenmgememxeeftheémeweightedwtalmteofretumefthefundfermeprevmus 
fiveyearsexeeedsbytwepereemtheyeaflyavemgepewenmgemereaseinmenthly 
salapyefatepgradefirefighterduringdaeprevieusfiveealendasyears. 

(f) “Fund” means the Minneapolis fire department relief association. 

(g) “Relief association” means the Minneapolis fire department relief association. 

(h) “Time weighted total rate of retum” means the percentage amount determined 
by using the formula or formulas established by the state board of investment under Min- 
nesota Statutes, section l1A.04, clause (11), and in effect on January 1, 1987. 

Sec. 13. Laws 1989, chapter 319, article 19, section 7, subdivision 4, as amended by 
Laws 1990, chapter 570, article 12, section 63, and Laws 1992, chapter 471, article 2, 
section 6, is amended to read: 

Subd. 4. AMOUNT OF ANNUAL POSTRETIREMENT PAYMENT. The 
amount determined under subdivision 3 must be applied in accordance with this subdivi- 
sion. The relief association shall apply the first one—half of one percent of assets which 
constitute excess investment income to the payment of an annual postretirement payment 
as specified in this subdivision. The second one—half of one percent of assets which 
constitute excess investment income shall be applied to reduce the state amortization 
state aid or supplementary amortization state aid payments otherwise due to the relief 
association under section 423A.02 for the current calendar year. The relief association 
shall pay an annual postretirement payment to all eligible members in an amount not to 
exceed one—half of one percent of the assets of the fund. Payment of the annual postretire- 
ment payment must be in a lump sum amount on June 1 following the determination date 
in any year. Payment of the annual postretirement payment may be made only if the aver- 
age time weighted total rate of return in the most recent prior five fiscal years exceeds by 
M6 percent the actual average percenfageinfiase in thecFrr?1tn—1o—nThly salary of a top 
grade firefighter in the most recent prior five fiscal year and the yearly average percent- 
agemaeasee£meémewagmedmEJ§m7;£_mmmefthe£und£ertheprm%w£Neyears 
exeeedsbymepewemtheyeaslyavemgepemenmgememasemmenthlysalaeyefamp 
grade firefighter of the previous five years. The total amount of all payments to members 
may not exceed the amount determined under subdivision 3. Payment to each eligible 
member must be calculated by dividing the total number of pension units to which eligi- 
ble members are entitled into the excess investment income available for distribution to 
members, and then multiplying that result by the number of units to which each eligible 
member is entitled to determine each eligible member’s annual postretirement payment. 
Payment to each eligible member may not exceed an amount equal to the total monthly 
benefit that the eligible member was entitled to in the prior year under the terms of the 
benefit plan of the relief association or each eligible member’s proportionate share of the 
excess investment income, whichever is less. 

Sec. 14. EFFECTIVE DATE. 
Sections 1 to 13 E effective th_e day following final enactment and apply to aid pay- 

ments beginning calendar E 1996. 
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